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INTRODUCTION

Union Oil Company of California dba UNOCAL herein applies for administrative
downhole commingling procedure for the Rincon Unit, Rio Arriba County, New
Mexico.

This procedure would allow UNOCAL, as operator of the Rincon Unit, to apply
administratively for downhole commingling of production from the Basin Dakota
pool with production from the Blanco Mesaverde pool, or the Largo Gallup pool, or
an undesignated Gallup pool within the Unit.

The primary purpose of this application and hearing is to ensure all interest owners
and offset operators have been notified. The secondary purpose is to address the
general economics of commingling of the subject pools in the Rincon Unit.

GEOLOGY

Mesaverde Group

The Upper Cretaceous Mesaverde Group is composed of three major stratigraphic
units: 1) the transgressive marine Cliff House Sandstone containing interbedded
shales and fine grained sands; 2) the nonmarine Menefee Formation containing
interbedded shales, silts and thin coal seams; 3) the regressive marine Point
Lookout Sandstone containing interbedded shales and fine to medium grained
sands. Each stratigraphic member can be correlated throughout the Rincon Unit
with net sandstone pay ranging from less than 20 feet in the southwest to greater
than 110 feet in the northeast. Structure maps based on the top of the Cliff House
Sandstone show a uniform regional dip of approximately 65 to 70 feet per mile to
the northeast at an average depth of approximately 4790 feet.



Gallup Formation

The Cretaceous Gallup Interval, situated just below the Mancos Formation, consists
of dark marine shales occasionally interbedded with sandstones and averaging 920
feet thick within the Rincon Unit. Gas and oil reservoirs within this zone consist of
fractured shales and lenticular sandstones. Located near the middle of the Gallup
Interval at an average depth of 6890 feet is the Tocito Sandstone. This marine
sandstone develops continuity as a narrow, linear bar deposit trending northwest-
southeast and occurring only in the southern portion of the Unit. Thicknesses range
from 0 feet at the edges to 46 feet in the center of the bar. Gas production is also
encountered from a fractured shale interval generally located just above the Tocito
which exhibits high resistivity on E-Logs. This fractured zone may be correlated
throughout the Rincon Unit at an average depth of 6698 feet.

Dakota Formation

The Dakota Producing Interval consists of two primary stratigraphic units, the
Dakota and Graneros Formations. These reservoirs were deposited during the late
Cretaceous in a multitude of settings ranging from open marine to inland river
channels and consist of interbedded sandstones and shales which correspondingly
display a wide variety of lithologic characteristics. Structural cross sections show
reservoir continuity of the Dakota Producing Interval throughout the Rincon Unit,
(especially evident in the upper Graneros and Dakota sandstone members), with a
uniform, regional dip averaging 66 feet per mile to the northeast. The depth to the
top of the Dakota Producing Interval within the Rincon Unit averages at 7347’ with
net sandstone pay ranging from 60’ to 125’ and averaging approximately 100 feet.
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BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCI

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION DIVISION

FOR THE PURPOSE OF CONSIDERING: ECEIVE M
| 2 U

APPLICATION OF UNION OIL COMPANY JAN 12 103

OF CALIFORNIA d/b/a UNOCAL, FOR AN

ADMINISTRATIVE DOWNHOLE COMMINGLINGLI--CONSERVATION DIVISION

PROCEDURE FOR THE RINCON UNIT,
RIO ARRIBA COUNTY, NEW MEXICO. CASENO.__
APPLICATION

UNION OIL COMPANY OF CALIFORNIA d/b/a UNOCAL ("Unocal"), through
its undersigned attorneys, makes application to the New Mexico Oil Conservation Division
for approval of an administrative procedure for the Rincon Unit to downhole commingle

\pmduction from the Blanco-Mesaverde Gas Pool or the Largo-Gallup Pool or Undesignated

Gallup production with production from the Basin-Dakota Gas Pool in the wellbores of
existing and subsequently drilled wells within the Rincon Unit Area and in support thereof
states:

1. Unocal is operator of the Rincon Unit which consists of 20,642.7 acres
described as follows:

Township 26 North, Range 6 West, NNM.P.M.

Section 6: All

Township 27 North, Range 6 West, N.M.P.M.

Sections 16 through 23: All
Sections 26 through 32: All

EXHIBIT 1



hip 26 North, Range 7 West, NNM.P.M.

Sections 1 and 2: All
Sections 11 and 12: All

Township 27 North, Range 7 West, N.NM.P.M.

Sections 13 and 14: All

Section 15: E/2

Section 22: E/2

Sections 23 through 26: All
Section 27: NE/4, S/2

Section 28: S/2

Sections 33 through 36: All

and as identified on the Plat attached hereto as Exhibit "A".

2. Unocal seeks an administrative procedure for obtaining approval to downhole
commingle Mesaverde or Gallup production with production from the Dakota formation
within the Rincon Unit Area without notice and hearing.

3. Unocal has evaluated the potential to drill unit wells to the Gallup or
Mesaverde formation as single completions, as dual completions with the Dakota formation
or as downhole commingled completions with the Dakota formation.

4, The only economic option available to Unocal is the downhole commingﬁng
of production from the Mesaverde or Gallup formations with Dakota production so the gas
production from the Dzketa can aid in lifting production from the Mesaverde and Gallup
formations.

5. In accordance with Division Rule 103 C 1(b), Unocal states it will demonstrate

at hearing:

APPLICATION,
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a. The proposed commingling is necessary to permit the Gallup and
Mesaverde formations to be produced because it is not economically feasible to attempt to
drill and complete separate wells for Gallup or Mesaverde production.

b. There will be no cross-flow between the commingled zones.

c. The ownership in each of the participating areas in this unit is not
common, but the ownership interest in each of the pools has been fully committed to the
Rincon Unit. In addition as a result of the ratification of the Rincon Unit Agreement by all
working interest and royalty interest owners, the parties entitled to share in the production
in the participating areas established for each of the subject pools have contractually agreed
on how they will participate and share in that production. Accordingly, no impairment of
correlative rights will occur.

d. It is expected the bottomhole pressure of the lower pressure zones is
not less than 50% of the bottomhole pressure of the higher pressure zone adjusted to a
common datum.

e. The value of the commingled production will not be less than the sum
of the values of production from the individual formations.

6. Applicant seeks the approval of an allocation formula for the equitable
distribution of production between the downhole commingled pools based upon separate
production tests of each zone prior to commingling.

7. Applicant requests that this matter be docketed for hearing on the Division’s

Examiner docket now scheduled for February 4, 1993.

APPLICATION,
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8. Copies of this application have been sent to all offsetting operators and to the
owners of interest in the affected production within the Rincon Unit.

WHEREFORE, Union Oil Company of California d/b/a Unocal requests that this
matter be set for hearing before a duly appointed Examiner of the Oil Conservation Division
on February 4, 1993 and that after notice and hearing as required by law, the Division enter
its order granting this application.

Respectfully submitted,

CAMPBELL, CARR, BERGE
& SHERIDAN, P.A.

o S o

WILLIAN F. CAR!% '
Post Office Box 220
Santa Fe, New Mexico 87504

Telephone: (505) 988-4421

ATTORNEYS FOR UNION OIL
COMPANY OF CALIFORNIA
d/b/a UNOCAL
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LOCATION MAP
RINCON UNIT - APPLICATION AREA

STRUCTURE CONTOUR,
TOP GREENHORN FM.

b A uerque
JWG-HAD foug q

MAP SHOWING THE DAKOTA FORMATION OUTCROPS ALONG
THE PERIMETER OF THE SAN JuaN BASIN IN New Mexico, CotorADO
AND ARIZONA.

EXHIBIT 2
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UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE RINCON UNIT AREA
COUNTY OF RIO ARRIBA
STATE OF NEW MEXICO

318
I-Sec No._

THIS AGREEMENT, entered into as of the 1st day of ____ _ Jume,
1951 , by and between the parties subscribing, ratifying, or cousenting hereto,
and herein referred to as the "parties hereto,®

WITKESSETH: Whereas, the parties hereto are the owners of working, royslty,
or other oil and gas interests in the unit area subject to this agreement; and

WEEREAS, the Act of February 25, 1920, L41 Stat. 437, as amended by the Act
of August B, 1946, 60 Stat. 950, 30 U.S.C. Secs. 181 et seq., suthorizes Federal
lessees and their representativeé to unite with each other, or jointly or separately
witk others, in r.:ollectively edopting end operating a cooperative or unit plan of
development or operation of any oil or gas pool, I;ield, or like az-ea,' or any part
thereof, for the purpose of more properly conserving the natural resources thereof
whenever determined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the legislature (Chap. 88, Laws 1943) to consent to or
approve this agreement on behalf of the State of New Mexico, insofar as it covers
and includes lands and mineral interests of the State of New Mexico; and

WHEREAS. the 0il Conservation Commission of the State of New Mexico is
suthorized by an Act of the Legislature (Chap. 72, Laws 1935) to epprove this
agreement snd the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interest in the Rincon Unit Area
covering the land hereinafter described to give reasonably effective control of
operations therein; anq

WHEREAS, it is the purpose of the parties hereto to conserve netural re-
sources, prevent waste, and secure other bepefits obtainable through development
and operation of the area subject to this agreement under the terms, conditionms,
end limitations herein set forth;

ROW, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this egreement their respective interests
in the below-defined unit area, and agree severally emong themselves as follows:

1. ENABLIRG ACT AND REGULATIONS: The act of February 25, 1920, as amended,

1.
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supra, and all valid pertinent regulatiouns, including cperating and unit plen
regulations, heretofore issued thereunder or veliid pertinent and reasonable
regulations hereafter issued thereunder are accepted and made & part of this
agreement as to Federal lands, provided such regulations are not inconsistent
with the terms of this agreement; and as to non-Federal lands, the oil and gas
operating regulations in effect as of the effective dete hereof governing drilling
and producing operations, not 1nc$nsistent with the terms hereof or the laws of
the State in which the non-Federel lend is loceted, are hereby accepted and made
a part of this agreement.

2. UNIT AREA: The following described lend is herety designated and recog-

nized as constituting the unit erea:

NEW MEXICO FRINCIPAL MERIDIAN, NEW MBXICO

T. 26 N., R. 6W.
Sec. 6, g1l

T. 27 K., R. 6 W.
Secs. 16 - 23, inclusive, all
Secs. 26 - 32, inclusive, all
T. 26 N., R. T W.
Secs. 1 and 2, all
Secs. 11 and 12, all
T. 27 N., R. T W.
Secs. 13 and 14, ell
Sec. 15, E
Sec. 22, E
Secs. 23 - 26, inclusive, all
Sec. 27, NEd, &%
Sec. 28, Sz
Secs. 33 - 36, inclusive, all
Total Unit Area embraces 20,6L2.70 acres, more or less.

Exhibit "A" attached hereto is & mep showing the unit erea and the boundaries
and identity of trects and leases in said area to the extent knowvm to the Unit
Operator. Exhibit "B" attached hereto is a schtedule showing to the extent known
to the Unit Operator the acreage, percentage, and kind of ownership of oil and gas
irterests in &1l land in the unit area. However, nothing herein or in said schedule
or map shall be construed as 8 represertation by any party hereto as to the owner-
ship of any interest other then such interest or interests as are shown in said map
or schedule &s owned by such party. Exhibits "A" and "B" shall be revised by the
Unit Operator whenever changes in the urit ares render such revision necessary, or
when requested by the 0il and Gas Supervisor, hereinafter referred to as "Super-

visor", and nct less than five copies of the revised exhibits shall be filed with

the Supervisor, and one ccpy with the Commissioner of Public Lands of the State of
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Nev Mexico, hereinafter referred to as "State Commissioner" &nd one copy with the
New Mexico Oil Conservation Commission, hereinagter ieferred to es "State
Commission”.

The above-described unit area shall when practicable be expanded to include
therein any additional tract or tracts regarded as reasonably neczssary or ad-
visable for ithe purposes of this agreezent, or shall be contracted to exclude
lands not within any participating area whenever such expansion or contraction
18 necessary or advisable to conform vith the purposes of this agreement. Such
expansion or contraction shall be effected in the following manner:

(a) Urnit Operator, on its o;n moticr or on demand of the Director of the
Geological Survey, hereinefter referred to as "Director”, or on dem;nd of the
State Commissioner shall prepasre a notice of proposed expansion or contraction
describing the contemplated changes in the.bounder}es of the unit area, the reasons
therefor, and the proposed effeétive date thereof. »

{p) Said notice shall be delivered to the Supervisor end the State Commissiorer,
and copies thereof mailed to the last known address of eech working interest owner,
1esse§, and lessor whese interests are affected, advising that 30 days will be
allowed for submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding item (b)
hereof, Unit Operator shall file with the Supervisor and State Commissiover evi~
dence of meiling of the notice of expansion or contraction and a copy of any
objections thereto which have oeen riled with the Unit Operator.

(d) After due copsideration of all pertivent informetion, the expension or
contraction shall, upon approval by the Director and State Commissioner, become
effective as of the date prescribed in the notice thereof.

All land committed to this agreement shall constitute land referred to herein
as "unitized land” or Yland subject to this agreement”.

3. UNITIZED SUBSTANCES: All oil &and gas in any and all formations of the

unitized land are unitized under the terms of this agreement and herein are called
"unitized substances".

4. UNIT OPERATOR: Ralph A. Johnston, 1453 Esperson Building, Bouston 2,
Texas, is hereby designated as Unit Operator and by signsture hereto as Unit
Operator agrees and consents to accept the duties and obligations of Unit Operator
for the discovery, development, and production of unitized substances as herein

provided. Whenever reference is made herein to the Unit Operator, such reference
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means the Urnit Operator acting ir that cepecity and not &2s an owner of interest
in unitized substances, and the term "working interest owner" when used herein
shall include or refer to Unit Operator as the owner of a working Iinterest when
such an interest is owned ty it.

5. RESIGNATION OR REMOVAL OF UNIT OFERATOR: Unit Cperator shall have the

right to resign at any time prior to the estsblishment of a participeting srea or
ereas hereunder, but such resignztion shall not become effective so ss to release
Unit Operator from the duties and obligations of Unit Operator and terminate Uanit
Operator's rights as such for & period of 6 months after notice of iz-xtentiou to
resign has been served by Unit Operator on all working interest owners and the
Director and State Commissioner, and until all wells then drilled hereunder are
placed in a satisfactory condition for suspension or gbandonment whichever is re-
quired by the Supervisor as to Federal lands and the State Commission es to State
end privately-owned lands, unless a new Unit Operétor shall have been selected
and approved and shall have teken over and assumed the duties and obligations of
Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject to
like limitations as sbove provided at any time a participating area esteblished
hereunder is in existence, but until 8 successor unit operator is selected and
approved as herelinafter provided, the working interest owners shall be Jointly
responsible for performance of the duties of unit operator, and shall not lster
than 30 days before such resignation becomes effective appoint & common agent to
represent them in any action to be taken hereunder.

The resignation of Unit Operator shall not release Upit Operator from any
liability for any default by it hereunder occurring prior to the effective date
of its resignation.

The Unit Operator ‘mey, upon defsult or failure in the performence of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners of working interests determined in like manner as herein provided
for the selection of & new Unit Operstor. Such removel shall be effective upon
notice thereof to the Director and the State Commissioner.

The resignation or removal of Unit Operstor under this agreement shall not
terminate its right, title, or interest as the owner of a working interest or
other interest in unitized substances, but upon the resignation or removal of

Unit Operator becaming effective, such Unit Operestor shall deliver possession of
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all equipment, materials, and appurtenances used in conducting the unit operatiozs
and owvned by the working interest owners to the new Quly quelified successor Unit
Operator or to the owmers thereof if no such pew Unit Operator is elected, to be
used for the purpose of conducting unlt operaticns bereunder. Nothing herein
shell be consiruved as authorizing removal of any material, equipzont and appur-
tenances needed for the preservstion of any wells.

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall tender his or

its resignation es Unit Operator or shall be removed as hereinabove'provided, the
owners of the working irterests in the participating area or areas aécording to
their respective acreage interests in such participating area or a.re_as,'or, until
a participating area shall have been established, the owners of the working interesis
asccording to their respective acreage interests in all unitized land, shell by
majority vote select a successor Unit Operator: PROVIDED, That, if a majority but
less than 75 per cent of the working interests quaiified to vote are owned by one
party to this agreement, & concurring vote of one or more additional working
interest owners shell be required tc select & new operator. Such selection shall
not become effective until (a) & Unit Operator so selected shell accept ip writing
the duties and responsibilities of Unit Operator, and (b) the selection shall have
been spproved by the Director and State Commissioner. If no successor Unit Oper-
ator is selected and qualified as herein provided, the Director end State Commis-
sioner at their election msy declare this unit agreement terminated.

7. ACCCUNTING ROVISIONS AND USIT OPERATING AGREEMCAT: If the Unit Operater

is not the sole owner of working interests, costs and experses incurred by Unit
Operator in conducting unit operations hereunder shall be paid and apportioned
among and borne by the owners of working interests, all in accordance with the
agreement or agreements entered into by and between the Unit Operator end the
owners of vorking interests, whether one or more, separately or collectively.
Any agreement or agreements entered into between the working interest owners and
the Unit Operator as provided in this section, whether one or more, are herein
referred to as the "unit cperating sgreement™. BSuch unit opersting agreement
shall also provide the manner in which the working imterest owners shall be en-
titled to receive their respective proportiopate and sllocated share of the
benefits accruing hereto in conformity with their underlying operating agreements,
leases, or other independent contracts, and such other rights and obligations es

between Unit Operator and the workirng interest owners as may be sgreed upon by
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Unit Operstor and the workirg interest owners; however, no such unit operating
sgreement shall be deemed either to modify any of the terxzs and conditions of this
unit agreexent or 1o relieve the Unit Operator of amy right or obligation esteblish-
ed under this unit sgreement, and in case of any inconsistency or conflict between
the urit agreement and the urit operating agreement, this unit agreement shall pre-
vell. Three true copies of any unit operating agreemeni executed pursuant to this
section shell be filed with the Supervisor.

8. RIGHTS AND OBLIGATICNS OF UNIT OPERATOR: Except as otherwvise specifically -

provided herein, the exclusive right, privilege, and duty of exercising any and
all rights of the parties hereto which are necessary or convenient for prospecting
for, producing, storing, alloceting, end distributing the unitized substances are
hereby delegated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said right; shall be deposited with said Unit
Operator &and, together with this egreement, shall~constitute and define the rights,

privileges, and obligeticns of Unit Operator. Nothing herein, however, shall be

- -

construed to transfer title to any land or to any lease or operating agreement, it

being understood that under this agreement the Unit Operator, in its capacity as
Unit Operator, shall exercise the rights of possession and use vested in the
perties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY: Within € months after the effective date hereof,

the Unit Operator shsall begin to drill an adequete test well at a location ap-
proved by the Supervisor if such location is upon Federal lanas and if upon State
or privately-owned lands, such location shall be approved by the State Commission,
unless on such effective date a well 1s being drilled conformsbly with the terms
hereof, and thereafter continue such drilling diligently until the Morrison for-
metion has been tested or until at a lesser depth unitized substances shall be
discovered which can be produced in paying quantities {to wit: quantities suf-
ficient to repay the costs of drilling and producing operations with a reasonable
profit) or the Unit Operator shell at any time establish to the setisfaction of
the Supervisor as to wells on Federal lends, or the State Commission as to wells
on State or privately-owned lands, that further drilling of said well would be
unvarranted or impracticsable, provided, however, that Unit Operatar shall not in
ary event be required to drill szid well to a depth in excess of 8,000 feet.
Until the discovery of a deposit of unitized substances capable of being produced

in paying quantities, the Unit Operatcr shall continue drilling diligently one
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vell at & time, allcwing rot more than 6 months between the corpletion of one
well and tke beginning of the rext well, until a well capstle of producicg unitized
substances In peying quantities is completed to the satisfaction of said Super-
visor if on Federel land, or the State Cormission 1f on State or privately-owned
land, or until it is reasonably proved that the unitized land is :ncapeble of
producing unitized substances in peying quantities in the formations drilled here-
under. Ncthing iz this section shall be deemed to limit the right of the Unit
Operetor to resign as provided in Sectiom 5 bereof, or e&s requiring Unit Operator
to ccmmence or continue any drilling during the period pending such fesignation
becoming effective in order to comply with the requirements of this ;ection. The
Director and the Stete Commissioner may modify the drilling requirements of this
section by grenting rezsonable extensions of time when, in their opinion, such
action is warranted. '

Upon fsilure to cozply with the drilling provisions of this section, the
irector and State Ccmmissicner meay, after reasonable notice to the Unit Operator,
and each working interest owner, lessee, and lessor at their lest known addresses,
declare this unit agreement terminated.

10. PLAN OF FURTESR DEVELOPMENT AND OPERATION: Within 6 months after com-

pletion of & well capeble of producing unitized substances in paying quantities,
the Ucit Operator shall submit for the approval of the Supervisor, the State
Commissioner and State Cormission an acceptable plan of development and operation
for the unitized land which, when approved bty thne Supervisor, the State Commis-
sioner and State Commission, shall constitute the further drilling and opersting
obligations of the Unit Operator under this agreement for the period specified
therein. Thereafter, from time to time before the expirstion of any existing
plan, the Unit Operstor shall submit for the approval of the Supervisor, the

tate Commissioner and “the State Commission & plan for ap additional specified
reriod for the developwent and operation of the unitized land. Any plan sub-
mitted pursuant to this section shall provide for the exploration of the unitized
area and for the determination of the area or areas thereof capable of producing
unitized substances in paying quantities in each end every productive formation
and shall be as complete end sdequate as the Supervisor, the State Commissioner
ard the State Compission may determine to be necessary for timely development and
proper cooserveticr of the oil and gas resources of the unitized area and shall

(a) specify the nuzber and lcceiions of sny wells to be drilled and the proposed
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order and time of sucz drilling; and (b) to the extent practicatle specify the
operating rractices regarded as necesséry and advisatle for proper conservation
of netural resources. Separate plans mey be submitted for separate productive
zones, subject to the arrroval of the Supervisor, the Stzte Comnmissioner and the
State Commission. Said plan or plers shsll be modified or supplemernted when
necessary 1o meet cizuged onditlons or to protect the interests of all parties

to this agreement. Reasonctle diligzence shall be exercised in complying with the
obligetions of the approved plex of development. The Supervisor end State
Cammissioner are authorized to grant e reasonable extension of the 6-month period
herein prescribed for sutmission of an initiel plan of development where such
action is Justified because ¢f trusual conditions or circumstances.- After com-
pletion hereunder of a well cepable of producirg any unitized substance in paying
quarntities, no furtker wells, except such és wey be necessary to efford protection
against operaticns znot u:dér this agreement or such as may be specifically'ap-
proved by the Supervisor, shall be drilled except in eccordence with a plan of
development epproved as herein provided.

11. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of

producing ugiziffé substanqe§ in paying quartities or as soon thereafter es re-
quired bty the Supervisor or the State Commissicner, the Unit Operstor shall sub-
mit for epproval by the Director, the State Commissioner and the State Commission
8 schedule, based on subdivisions of the public-land survey or aliquot parts
therecf, of all unitized leud then regarded as reasonably proved tu be productive

of unitized substances in peying quantities; &ll lands in said schedule on ap-

proval of the Director to constilute a participating area, effective &s of the

——
o

~——

date of first production. Said schedule alsor§hall set forth the percentage of

unitized substances to be zllocated 25 herein provided to each unitized tract in
the participating area-so established, gnd shall govern the allocation of pro-
ducticn from and after the date the participating arez becomes effective. A
separate participsting ares shell be es{ablished in like manner for each separsate
pool or deposit of uvnitized substances or for eny group thereof produced as a
single pool or zone, and any two or more participating sreas so established may
be combined into ore with the consent of the owners of all working interests in
the lands witkin the participating sreas so to be combined, on approval of the
Director, the State Commissioner and State Commission. The perticipating area

or areas so established shell be revised fror time to time, subject to like
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eprroval, whenever such action eprears proper &8s a result of further drilling
operations or otherwise, to include additiopal land then regsrded as reasonably
proved tc te productive in paying quantities, or to exclude land ther regarded as

reascnebly proved nct to be productive and the percentage of allocstion shall also

- ¢ ————

be revised accerdingly. The effective date of any revision shall be the first cf
e— - - .o . eme .. .

the mentk in which is obtaired the kmowledge or information on which such revision

is predic\ate_i,_ unlgss a more eppropriate effective date is specified in the

s:it_xed./u‘e~~ No land shall be excluded from & paft}ggp}t;pg area on account of
7d_§_p]:elionﬂ of the unitized substences.

It is the intent of this section thet a participating area shall represent
the aree knowr or reasonably estimeted to be productive in paying qu-antities H
but, regardless of eny revision of the participating area, pnothing herein con-
tained shall be construed as reguiring aay'retroactive ad justment for pro-
duction octeiped prior to the ef:“ective date of the revision of the pé.rticipating

. ’
area. /

In the absence of agreement at any time between the Unit Cperator end the
Direc'i:or, the Steate Commissioner end the Stete Commission as to the proper
defirition or redefinition of e participating aree, or until & participating &area
has, or areas have, been established as provided herein, the portion of all pay-
wents affected thereby may be impoxﬁid' in a panper mutually acceptable to the
owvners of working interests, except royzlties dve the United States and the State
cf New Nexico, whizh shsll l.e detarmin:i by the Supervisor end tlre State Com-
missioner, respectively, and the amount thereof deposited, as directed by the
Supervisor and State Commissioner, respectively, to be held as unearned money
until a perticipating erea is fipally approved and then applied as earned or
returned in accordance with a determination of the sum due as Federal and State
royalty co tne basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor as to
wells on Federal land, the State Com:nissioner as to wells on State land and the
State Commission as to wells on privately-owvned land, that a well drilled under
this agreement is not cespable of production in paying quantities and 1lnclusion of

the land on which it 1s situated in & perticipating area is unwarranted, pro-

duction from such well shall, for the purposes of settlement among all parties

T —_— ki ¥

ez e——

other than working interest owvners, be ellocated to the land on vwhich the well

is loceted sc long as suck land is not within e participeting area established

-9~




[

for the pocl or deposit from vwhich such productien is obtzined. Sertlezent for
1——‘,—'-‘—'-—

working int t_berelfits from such a2 well shall be mede as provided in the unit
sm 2R D TSR R e
operating agreement.

12. ALLOCATION OF PRODUCTION: Al unitized substances produced {rom

particirating area established under this agreement, except ery per: thereof used
in conforzity with good cperzilng practices within the unitized area for drilling,
operatirg, camp and other production or development purposes, for repressuring ov
recycling in accerdance with a plan of development approved by the Surerviser,

the State Commissioner and the State Cormission, or umavoidably lost,- shall be

deemed to be prcoduced equslly on ar acresge basis from the several tracts of

unitized land of the participating ares esteblished for such production ané, for
- et

the purpose of delermining any benefits accruing under this egreement, each suck
tract of uniiized-lard shall teve allocated to it such percentage of said pro-
duction as the number of acres of such tr=ct incluéed in said participasting eres
bears to the totel acres of unitized lend in seid participating srea. It is
kereby sgreed that production of unitized substances from a pariicipating area
shall be sllocated as provided herein regerdless of whether eny wells ere drilled
on ary particular pari or tract ¢f seid participating area. If any gas produced .
from one participating srea is used for repressuring or recycling purposes in
erother participating erea, the first gas withdrawn from such last-mwentioned
participating area for sale during the life of ihis agreement shall be considered
to be the gas sc transferred uwntil an emount egual to thac trausferred shall be
so produced for sale and such gas shall be allocated to “the participeting ares
from which initisally produced as constituted at the time of such final production.

13. DEVELOPMEKT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS: Aay

party nereto owning or controlling tbe working interest ir any unitized land havirg
thereon a regular well location may with the approval of the Supervisor as to
Federal land, the State Commissioner as tc State land, and the State Commission

as to privately-owned land, at such party's sole risk, cost, end expense drill a
well to test any formation for which & participating area has not been established
or to test any formatior for which & participating area has been established if
such location is not within sald participsting are, unless witkhin 90 days of
receipt of rotice from said party of his intention to drill the well the Unit
Operator elects and commences to drill such well in like manner as other well

ere drilled by the Unit Operator under +his agreement.
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If eny well drillsd as afcreseld bty a working interest owner results in pro-
duction such tha*t the land upen which 14 &s si<ueted may yrcperly be incliuvded in
a perticipating area, such psrticirating area shall be estadblisrhed or enlarged as
provided in this sgreement and the well shell thereafter te opere-esd ty Uri:

Operator in accordan:ze witk th

1]

terzs cf this agreezent end the unit cpersting
agreement. .

If any well drilled as afcresaid by & working interest owner ottains pro-
cductior in quantities insu®ficient to jlustify the inclusion in a participating
ares of land upon whick such well is situsted, such well may be operated and pro-
duced bty the party arilling the same subject tc the conservation requiremerts of
this agreement. The royzlties it emount or value of preiucticn i‘rcu; any such well
shall be paid as specified in the underlyirg lease and agreements affected.

14. RCYALTY SETTIEMENT: The United States and any State and all royalty

owners whe, under existing ccpniract, are entitled to teke iz kind a shere of th
substances now unitized hereunder proauced from ary tract, shall heresfter be
entitled to the rignt to ta¥e in kird their shere c¢f the unitized substances

allcceted to such tract, and Unit Operator, or in case cf the operetion of wvell

by & working interest owner as herein in special cases provided for, such working
—_—

interest owner, shell make deliveries of such rcyalty share taken inm kind in con-
» Y

e e \_—-_—__
formity with the eprplicable contracts, laws, and regulaticns. Settlement for N

royalty interest rot tvsken ip kind shall be made by working irterest owmers re-

— om—

sponsinlz thesefor under existing contrecstis, lawvs, end regulaticas, on or before
—————t e T

the last day of each month for unitized substances prcduced during the preceding
calendar month; provided, however, thet nothing hereir contained shall operate to
relieve the lesses ¢ apy land from their respective lease otligations for the
paymert of any royalties due under treir leeses.

If ges obtained rrcom lands rot subject to this agreement is introduced intc
any participating ares hereunder, for use in rerressurins, stimulation of pro-
ducticn, or increasing uitimate recovery, which shall be in conformity with a
plan first aprroved by the Supervisor, the Stave Commissioner and the State
Commission, a like amount of gas, after settlement as herein provided for any
gas transferred from any othex; participating aree ard with dve allowance for lcss
or drpletion from any csause, may be withdrawn frox the forzation into which the
gas was introduced, royeliy free as to &ry ges, tut nct as to tze products ex-

tracted therefrom; provided thet suck vithdrawal shall be at such time as msy be




B &

previded in the plan of operations cr &s zay othervise be zcusented to by the
Superviscr, the State Ccxmissiozer azd the State Commission as corferming to good
petrcleum engineering rractice; and provided further, that such right of with-
drawa)l shall terrminate on tre terminztlon of this unit sgreement.

Royalty due the United States stall e computed as pravided in the operaticg
regalaticns end paild in value cr delivered in kind as to 211 vnitized substances
on the basis of the amcunts therecf zlloceted to unitized Fererel lend es gro-
vided herein at the rates specified In ihe respective Federzl lezses, cr at such
lower rate or rates Bs may te &uthcrized bty law or regulation: provided, that
for lezses on whick the rcyzlty rzte derends on 2daily everege production per well,
said averege producticr shall be determired in accordance with the opereting reg-
ulations as thcough ezch rarticiratirg area were a single consoclidated leese.

15. RENTAL SETTLEMEXT: Renzal or =zirimum royelties due on leases committed

heretc stall be paid by wcrking Interest cwners responsible therefcr under exist-
ing contracts, laws, and fegula:ic:s, grovided that nothing herein contained shall
opérate 1o relieve the lesses of eny lernd frcm their respective lease obligations
for the payment of any rentel cr mirimum royaliy in lieu thereof due under their
leases. Rentsel or minizum reyeliy for Janés of the United States subjJect to this
agreexent shall be peid at the rate specified in the resrective leases from the
United States unless suck rentael oé minirup royalty is weived, suspended, or re-
duced by law or by aprrovel of the Secretery or his duly authorized representstive.
ith respect to any lease on non-Federal land containing provisions which
would terminate such lease urless drilling operations were within the time therein
specified commenced upon the land covered thereby or rentals paid for the privi-
lege of deferring such driliing operztiocs, the rentals required thereby shall,
notwithstending ary otker rrovision of this agreement, be deemed to accrue ard
become psyarle during tne term thereof as extended by this sgreement and until
the required driliing operetions sre cozrrenced upon the land covered thereby or
some portion of such land is included witkin a perticipating area.

16. CONSERVATION: Operatiors herevrnder and production of unitized sub-
stances shall be conducted tc prcvide for the most economical and efficient re-
covery of said substances without waste, as defined by or pursusnt to State or
Federal lsw or regulation.

17. DRAINAGE: The Unit Operstor shall take approprriate and adequate measures

to prevert irsinege of unitized substances from unitized land Ty wells orn land not




sutJect ic thls egreement or pursuant to aprliceble regulstions pay & feir and
reascnable cozpensatory royalty as detercined ty the Supervisor.

18. LIEDASES AND CONTRACTS CONFORMED AND EXTENDED: The tersms, cerditions,

’

and provisions of all leases, subleases, and otber contracts releting to explor-
ation, drilling, develorment, or operaticn for cil or gas of lands ccrzitied to
this agreement are nereby expressly modified e&nd esmended to the extent necessary
to make the same ccnfecrm to the provisions hereof, but otherwise tc remain im full
force and effect; and the parties heretc hereby consent that the Secretary and

the State Commlissiosrer shzll erd by their approvael hereef, or by the errroval by
their duly authorized representative, do hereby establish, elter, cﬁange, or
revoke the drilling, producing, rental, miriwmum royalty, end royalty requirements
of Federal and St.ate leases ccmmitted hereto and the regulations in respect thereto
to conferm Si;d requirements tc the provisions of ihis agreement, end, without
limiting the generality of the foregoing, 211 leeses, subleases, and contracts

are particularly modified in asccordance with the following:

(a) The developmeut and operation of lands subject to this egreemert under
the terms hereof shall be deemed full performance of all obligations for develop-
ment and operation with respect to each end every pert cr separately owned tract
stbject to this egreement, regardless of whether there is eny develorment of any
particular pert or tract of the unit srea, notwithstanding anything to the contrery
in any lease, opereiing sgreement.or other contract by and between the rarties
hereto, or their respective predecessors in interest, or any of them.

(p) Drilling and producing operations performed bereunder upon any tract of
unitized lands will be accepted and deezed to e rerformed wpon and for the berefit
of each and every tiract of unitized land, =zpd no lease shall be ceemed to expire by
reason of failure to 2riil or produce vells situeted on the land therein embraced.

(c) Suspension of drilling or producing operestions om &1l unitized lands pur-
suant to direction or consent of the Secretary and the State Cormissiorer or their
duly authorized representative shell be deemed to constitute such suspension pur-
suant to such édirection or consent as to each and every tract of unitized land.

(d) Each leese, sublease or contract relating to the exploration, d-illing,
development or operation for oil or gas of lands other then those ¢f the Uaited

tates and the Stete of New Mexico, committed to this agreement, which, by it{

teras might expire prior to the terminatior of this agreement, is hereby exterded
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beyond any such ter= sc provided thereir sc that it shell bte contizued in full
force aad effect for and during the term of this agreement.

{e) Any Feleral lease fcor e fixed term of twenty [2C) years or any renewal
thereof or any pert cf such leese whish is made subject tc this agreement shall
continue in force teycrd the term prcvided therein until the terz:rnation hereof.
Any other Federal lease ccmmitted heret:s shall continue in force beycnd the ternm
so0 provided thereir or by law as to the ccmmitted land sc long as such land remaiz
committed hereto, rrovided uznitized sctstences are disccvered in paylag quantities
within the unit area pricr to the expiretion date of the prima.ry-term of such leese.

(f) Each sublezse or coatract relating to the cperaticn anz devel.opment of
unitized svbstences from lasnds of the United States committed to this agreement,
vhich by its terms wguld expire pricr to the time st whick the underlying lease,
as extended by the jimmediately preceding paragrap}_x, will expire, 1s hereby extended
beyond any such term so provided therein sc that it shall be continved in full
force and effect for arnd during the term of the underlying lease as such term is
berein extended.

(g) Any lease having only a portion of tis lsnds ccmmitted hereto shall be
segregated &s to the portion comritted and the portion not committed, and the
terms of such lease shall arply separately to such segregated portions commercing
as of the effective date hereof. In tne event any such lease yrovides for a lump-
sum rental payment, suck payment shall be prorsted between the portions so segre-
gated in proporticn to the acreage of the respective tracts.

19. COVENANTS RUN WITE LAND: The covenants herein shsll be construed to be

covenants rurnping with the lend with respect to the interest of the parties hereto
and their successors in interest until this agreement terwineates, and eny grant,
trensfer, or conveyance, of interest in land or leases subject hereto shall be and
hereby 1is conditioned L;pon the assumption of all privileges and obligations here-
under by the grantee, transferee, or other successor in interest. No assignment

or transfer of ary working interest, royalty, or other interest subject hereto shall
be binding upon Unit Operetor until the first day of the calendar month after Unit
Operator is furnished with the original, photostatic, or certified copy of £he
instrument of tramsfer.

20. EFFECTIVE DATE AND TERM: This agreement shall beccme effective upon

approval by the Secretary cr kis duly authcrized representative and shall terminate

ot June 1, 1956, unless {&) such dste of expiraticn is extended ty the Directer
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ané the Stzte Cemrissiozer, cr (t) it !s reescnadly determize? pricr tc the ex-
piration cf the fixed term or ary extezsicn thereof thet the unitized land is
inczpatle ¢f producticn of unitized substances in paying quartities ir the for-
maticns tested hereurder end after nctice cf intexntion to terminate this azreemest
on suckh ground is giver by the Urit Creratcr to all partics in in*:zres® at their
last kuown adiresses, the agreerernt is terrinsted witk ‘e apprcval of the Directer
and the State Ccxmissicner, or (c) & vsluable discovery of uritized substarces
bas teen made oo unitized land curing said initiel term cr any extension thereof,
in which event the agreement skall remain in effect for such terﬁ and sc long as
unitized substances can te produzed in peying quanzities, i.e., in th:é particular
ipstance in quantities sufficiext to pay for the ccst cf prsducing same from
wells on unitirzed lard within ary rarticipating ares established hereunder eand,
sheuld produ:ticé cezse, so long theresfter as di;igent creraticns are in progress
for tre restoration cf rroducticn or discovery of new production end so long
thereafier as the unitizsi substances so discovered can be rrodsced es aforesaid,
or (d) it is terminated as heretofore procvided im this agreement.

This egreemezt may be terxzineted et any time by not less then 75 per centum,
cr &n acreage tasis, of the owners of working interests signatory hereto, with
the spproval of the Director exd the State Commissioner; notice of any such ep-
preval to be given ty the Unit Operator to all parties hereto.

21. RATE OR FRCSPECTING, DEVELOPMENT, AWD FRCDUCTION: The Director is

herety vested with esuthority tc aliter or modify from time to time in his dis-
cretion the quantity and rate of production under this agreement when such quaa-
tity and rete is not fixed pursuant to Federal or State law or does not conform
to any state-wide voluntary conservatioﬁ or allocation prcgram, which is establisheq,
recognized, and generelly adhered io by the majority of orerastors im such State,
such authority being heéreby limited tc alteration cr modificstion in the public
interest, the purpose thereof and the public interest tc be served thereby to be
stated in the order of alteretion or modification. Without regard to the fore-
gcing, the Director is also herety vested with authority to alter or modify from
time to time in his discretion the rate or preospecting and development and the
quantity and rate of production under this sgreement when such alteretion or modi-
fication is in the interest of ettainirng the conservatico objectives stated in
this egreerment ard is nct in viclation of ary applicable Federal or State law.

Powers in this secticn vesici in the Director shall orly be exercised after
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potice to Unit Cperator and cpperturity for hearing tc be held not less than 15
days from notice.

22. DETERMINATIONS EY UNIT OFERATOR AND REVIEW THERECF: Whezever a deter-

minetion is required to be mede 1n crier %c carry out the express terms of this
agreement and the ag-cemert joes not specify by whom such determination shall be
made, the Unit Operator is herety authorized to meke the necessary determination
subject to approval of the Director and the State Commissioner in the manner
hereinafter provided. Notice of any such determination bty the Uunit Operator,
accompanied by date in support théreof, shall be furnished to the Director thrcugh
the Supervisor and directly to the State Ccmmissioner. If, after révieving all
the available evidence, the Director and the State Comrissioner £ind that the
determination reviewed is incorrect tkey shall advise the Unit Operator accordirzgly,
stating the reasons therefor, ani thereupon such Aetermination shall be of no
force and effect.

The Unit Operator shall then make a new determination in corformity witn the
findihg of the Director and the State Cormissicner or srpeal to the Secretary as
provided in the Operating Regulations and to the State Corxmission as provided in
the rules of the Stzte Commission. A3l determinztions made by the Unit Operater
pursuent to this section shall be effective unless end until altered, modified,
or rescinded as herein provided.

Any part;r hereto shell have the righ* to regurest the Director and the State
Commissioner (such request to be accompanied by appropriate supporting evidence)
to review any determination mede by the Unit Operator pursuant to this section
not previously reviewed on appeel to the Secretary or the State Commission.

Such request will be granted or denied in the discretion =f the Director and the
State Commissioner wihin 60 d=ys eSter being received. If denied, the requestirg
party shall have the right to eppeal to the Secretary. If the request for review
is granted and thereafter the Director aﬁd the State Commissioner find that the
determination should be altered, modified, or rescinded, the Unit Operator shall
be edvised accordingly and shall either comply with the finding of the Director
&nd the State Commissioner or appeal to the Cozmission and to the Secretary.

23. APPEARANCES: Unit Operator shall, after unotice to other parties affected,
have the right to appear for or on behelf of eny and 2ll interests affected hereby
tefore the Departmert of the Interior, the Cormission of Public Lands and the New
Mexico 01l Conservation Commission and to &ppeal from orders issved under the
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regulations of said Department, the State Commissioner or the State Commission
or to aprly fer relief from any of said regulations or in any proceedings rela-
tive to orereztions before the Department of the Interior, the State Commissioner,
the State Commission or any other legally comstituted authority; provided, howvever,
tkat any cther interested party shall also have the right at his own expense to te
heard i{n any such proceeding.

2h. NOTICES: All notices, demands or statements required hereunder to be
given cr rendered to the parties hereto shall be deemed fully given if given in
wvriting and personally delivered to the party or sent by postpaid registered mail,
addressed to such perty or perties at their respective adiresses set forth in
connection with the signatures hereto or tc the ratification or consent hereof or
to such other address as any such party may have furnished in writing to party
sending the nctice, demand cor statement.

25. KO WAIVER OF CEKRTAIN RIGFTS: Nothing in this agreement contained shall

be construed as a waiver by any party hereto of the right to assert any legal or
constituticnal right cr defense as to the velidity or invalidity of any law of the
State wherein said unitized lands are located, or of the United States, or regu-
laticns issued thereunder in any way affecting such pariy, or as a vaiver by any
such party of ary right beyond his or its suthority to waive.

2€. UNAVOIDAELE DELAY: All obligaticns under this agreement requiring the

Unit Operator to commence or continue drillirg or to operate on or produce unitized
substances from any of tke lands covered by this agreement shall be suspended wnile,
but onlyso long as, the Unit Operator despite the exercise of due care and dili-
gence is prevented from complying with such obligations, in whole or in part, by
strikes, acts of God, Federal, State or municipal law or agencies, unavoidsble
accidents, uncontrolleble delays in transportation, inability to obtain necessary
materiel in open markef, or other matters beyond the reasonsble control of the
Unit Operator whether similar to matters herein enumerated or not.

27. FAIR EMPLOYMENT: The Unit Operator shell not discriminate against any
exployee or applicant for employment because of race, creed, color or national
crigin, and an identical provision shall be incorporated in all sub-contracts.

28. 10SS OF TITLE: In the event title to any tract cr unitized land shall
fail and the true owner canpot be induced to Join in this unit agreement, such
tract shall be autometically regarded as not committed hereto and there shall te

such readjustment of future costs and bepefits as may be required on account of
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the loss of such title. 1Ir the event of a dispute as to title as to amy royalty,
vorking ioterest, or other interests subject theretc, psyment or delivery on
account thereof may Ye withbeld without liarility for interest until the aispute
is finally settled; provided, that, as tc Federel end State land, no payments of
funds due the United States or tie State of New Mexico shculd te withheld, but
such funds skall be depcsitel as directed by tke Supervisor ard the State Com-
missioner, respectively, to te held as unearned money pending final settlement cf
the title dispute, and then &pplied as eerned or returned in accordance with such
final settlement.

Unit Operetor as sucrt Is relieved frcm any respcnsibility for any defect er
failure of any title hereunder.

29. NON-SOINDER AND SURSEQUENT JOINDER: I the cwner of any substantial

interest in & trazt within the unit area feils or refuses to subscrive or consent
to this agreement, the cwner of tke working interest in that *ract may withdraw
said trect from this agreement by writiern nctice to the Director ard *he State
Commissioner and the Unit Operator prior to the spproval cf this agreement by the
Director and the Stave Comrissicner. Any oil or ges interests in lands within

the unit area not ccrmitted hereto rrior to subtxzissior of this agreement for final
aprroval may thereafter be coc=itied kereto by the owner or owners thereof sub-
scribing or ccosenting to this zgreement, and, 1f the irterest is a werking interest,
by the owner of suck interest alsc subscribing *o the unit operating agreement.
After operations are commenced Lereunder, the right cf subsequert Joinder, as
provided in this section, by & working interest owner is subject to such require-
ments or approvals, if any, pertaining to suck joinder, as may be provided for in
the unit operating egreement  After final approval bhereof Joinder by a non-working
interest cwner must be consented to in writirg by tne working interest owner com-
mitted hereto and responsible Zcr the payrert of sny bepefits that may accrue B
hereunder in behalf of such non-working interest. Prior to finsl approval hereof,
Jolnder by esny owner of a non-working interest must be sccompanied by appropriate
Joinder by the owner of the corresponding working interest in order for the
interest to be regarded as effectively cormitted hereto. Bxcept as may otherwise
herein be prcvided subsequert joinders to this agreement shall be effective as of
the first day of the month following the £iiing with the Superviscr of dvly ex-
ecuted counterparts of all cr azy papers mecessary to establish effective ccmmit-
ment of any tract to this zgreezent uzless cbjection to such Joirnder 1is duly made

within 60 days by the Directcr.
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30. COUNTERFARTS: This agreemeut may be executed in any nuzter of counter-

parts no cue of which needs to be executed by all parties or may be ratified or
cengented to by separate instrument in writing specificslly referring hereto and
shall be binding upoa sll those parties wh- have executed such a ccuzterpart,
ratificatica, or ccasent kereto with the same force end effect as if all such
perties had sigued <he same docuizent ané regardless of whether or mct it is
executed by ail ciler partles owring or claiming an interest ir tke larnds within
the above-described unit arca.

31. SURRENDER: Nothing ir this agreemernt sﬁall prchitic the exercise by any
workirg interest owner of the right to surrender vested in such party in any lease,
sub-lease, ¢r cpereting agreement 25 to all or any part ¢f the lands covered
therety, prcvided that each party who will or migat acquire such working interest
by such surrender cr by forfelture 25 hereafter set fcr§h, is tourd by the terms
of this agreement.

If as e result of any such surrender, the working interest rigntis as to such
lands become vested in any party cther -han the fee owaer of tre uritized sud-
stances, said party stall forfeit such rights end no further ‘enefits from oper-
stiors hereunder as tc said land stall accrue to such party, vrless within ninety
{90) days thereafter said party shall execute this agreexent and the unit cpersting
egreemernt as to the vorking irterest acquired through such eurrerder, effective
as though such lerd kad remeired ccrntiruously subject te tris sgreerent and the
uvnit cperating egrezment. And in the event such agreements are nct so execvied,
the party next in the chain of title shall be and tecome the owner of such work-
ing interest at the end ¢f such ninety {90) day pericd, with the same force ard
effect as thcugh such working interest had been surrendered tc such party.

If as a result of any such surrender or forfeiture the wcrking interest
rights as tc such lands become vested in the fee owner of tbe unitized substances,
such owner may:

(1) Execute this agreement and the unit operating agreement as a working
interest owner, effective &s though such land had remained contiruopusly subject
to this egreement apd the unit operating agreement.

(2) Agsin lease such lands but only under the corditicn that the holder of
such lease shall within thirty (30) days afier such lazds are sé leased execute
this agreement end the unit operatirg agreement as tc each participating area

ihereto fore esteblished hereuzder, effective as though suck lend had remeined
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cortiruzusly sublecs teo tnis agreezent end the unit cpercting esgreezezt.

v3) Operate cr provife ‘cr tte cieretlsn of suikh land inierecdently of this
agrecment 2s tc any rart thereof or any 21l or gas depcs:ts therein no: ther in-
cl.2ed within a par-icipatirg erez

T the fee cvner ot tre onivized sctiterces loes nit exelutle tiis sgreement
and the unit crerating agreecen- &s & woriipg interest owuer or ezain lease suck

laris as atove rre—iz=d with respect 1o eat: existing particireting area, withinz

six {€) months afzer any such surrenier or forfeiture, suth fee Ccwrer shall te
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deezed tc have waiveld the righc
suck lards as to each such particiysting arez, aud to tave agreed, !n considersticn

for tre ccrpensaticn hereinefter prividel, tzet cperatiivs hereunier as te any suck

rarticiyeting ares ¢r arsas shall nit te effected by such surrenider.

For any rericce the worring interest in any ends are not exrressly committed
to the unit cperatirg agreezent as <the result cf any sucth surrender or forfeiture,
the tenefits and ¢bligaticns of orerations eccrulng Yo sick larnds urder this esgree-
ment ani the unit cperati:< asreement shall te shered by rhe remzining owners of
vnitized working irterests Iin acccrdance with their respest:ve particiratirg woreing
interest cwmershirps ir a-y suck prertiziyaving ares or areas, end s:ck cwoers of
werking interests shall ccrrernszate the fes owumer 2f uni 12¢3 sutstarces in such
lards by raying s.ms equal te the rentsls, minlrom royalties, and rcoralties appli-
cetle to such lacis under the lease i efiect wrern the leris were unlzized, &s tc
suck rarticiyating aree <r ereas.

Urcr commitrment of a werking interes:t to this egrecement and tze unit oper-
atirg sgreezent as provided in this seciicn, an gppripriate acccunting arnd settle-
zert shall be made, tc reflect the retroactive effect ¢f the comxizzert, for all
tenefits accruing tc or ra;meni:s end exgenditurss vade cr Incurrei ¢p tehalf cof
such surrendered werkirig interest during the pericd bezveern the date of surrender
ard the date cf recom—itcent, eni paymexzt of any moneys found tc be cwing by such
an acccunting shall be made as beiween the rarties then signatory to the unit
operating agreement and this sgrecment within thirty {30) days after the re-
cermitnent The rignt tc recome & party tc ~bls agreement and the unit cperating
&greement as a werking interest cwner ty ressca ¢f a surre.der or Torfeiture as
provided ir this sectizn shall not be Zefeetel tr the nov-exdstence of & unit
perating azreement and in the event no unit cyeratiag agreczent iz iw existence

arj a mutually acceriarie sgreczerT tetwein ine proyer jarties vrerets cannot te




consummated, the Supervisor may prescribe such reasoneble and equitable sgreerent
2s he deems warranted under the circumstances.

Nothing in this section shall be deemed to limit the right of Joinder or subdb-
seguent Joinder to this agreement &s provided elsewhere in this sgreement. The
exercise of any right vested in a working interest owner to reassign such workizg
interest to the party frow whom obtained shall be subject to the szze conditions
as set forth in this section in regard to the exercise of a righ* to surrender.

IN WITNESS WEEREOF, the parties hereto have caused this agreement to be

executed and have set crrosite their respective names the date of execution.

DATE ADDREES UNIT OPERATOR AND WORKING INTEREST OWNERS:

7- Z—S'/ 1453 Esperson Building

Fouston 2, Texas

7’2'(/ 1453 Esperson Building

Bouston 2, Texas

7’7’-(/ 1453 Esperson Building
Houston 2, Texas

& -3 .S 1453 Esperson Building
Bouston 2, Texes

f 2L & 1453 Esperson Building
Bouston 2, Texas

~37- S/ 1453 Esperson Building
Bouston 2, Texas

L-30-5) 1453 Esperson Building ij GE. @,Zéég&_

Houston 2, Texas
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Schedule I

RINCON UNIT

Ownership of 5% overriding royalty shown as E W Ingram et al under
Tracts 1 and 20, of Exhibit "B" attached to Unit Agreement

E. W. Ingram .0653 %
T. J. Ahern .2351 %
E. F. Kalb .05hk ¢
. Phil E. Davant .oshh ¢
R. E. Beamon IIT L0871 %
A. W. Ashley L0167 %
C. B. McMahan .0335 %
W. C. McMehan .0838 %
Ceorge R. Reese, Jr. .0167 %
James A. Williams . .0355 %
Waters S. Davis, Jr. 0479 %
Gladys D. Davis ) L0239 $
Davis Trust .0239 %
L. A. Nordon .0958 %
Ralph A. Johnston .5911 ¢
Wm G. Johnston 5911 %
Dsn W. Johnston 21250 %
L. C. Oldham, Jr. 1934 ¢
C. A. Porterfield 1900 $
E. R. Richardson L1542 %
Lyle E. Carbaugh .1068 %
L. M. Barrison .0950 %
Glenn Porterfield .0950 %
Joe Glenn Patton 0592 %
Ed Koy .0592 %
Charles W. Machemehl .0831 ¢
Darant indJidjiau .0592 %
Gladys Watford .1187 %
R. E. Beamon 1.6050 %




Schedule II

RINCON UNIT

Ownership of 2.5% Overriding Royalty shown as E W Ingram et al under
Tracts 3, 4, 5 and 11 of Exhibit "B"” attsched to Unit Agreement.

E. W. Ingram L0653 %
T. J. Ahern : .2351 4
Ralph A. Johnston : .2809 %
Wm G. Johnston .2809 %
L. C. Oldham, Jr. - 1051 %
C. A. Porterfield .0801 ¢
E. R. Richardson L0728 %
Lyle E. Carbaugh L0501 %
L. M. Harrison - .Obks5 ¢
Glenn Porterfield .Obks ¢
Joe Glenn Patton A -.0278 ¢
Ed Koy .0278 %
Charles W. Machemehl .0390 %
Durant Indjidjian .0278 ¢
Cledys Wasford L0556 %
Den W. Johnston .0625 4
-E. F. Kalb .054h &
Phil E. Davant .05%k 4
R. E. Beamon III L0871 ¢
A. W. Ashley L0167 %
C. B. McMahan .0335 &
W. C. McMahan .0838 %
George R. Reese, Jr. L0167 %
James A. Williams .0355 %
Waters S. Davis, Jr. L0479 %
Gladys D. Davis .0239 %
Davis Trust .0239 %
L. A. Nordan .0958 %
R. E. Beamon 580 %




R

Schedule IIIX

RINCON UNIT

Ownership of 3% overriding royalty stown as R E Beamon III et a2l under
Tracts 13, 1b, 15 and 16, of Exhibit "B" attached to Unit Agreement.

R. E. Beamon III .6Lko 9

- Ralph A. Johnston : .3220 ¢
Wm G. Johnston .3220 %
Carl W. Vogt .0535 %
C. E. Wademan .0535 %
W. B. Rawson .0535 %
E. W. Ingram 2150 %
E. F. Kalb 2675 %
Jack Neveleff .1070 &
¥\Pnil E. Davant L1070 %
Wilbur E. Bess .1070 %
Jemes E. Mavor ) .1070 %
Earl G. Fridley .1070 %
Douglas E. Johnston .1070 %
Jobn L. Lencaster L1070 %
Jemes S. Carroll L1070 %
Homer E. Ley 2140 %




Working Interst Owner List
Rincon Unit
Rio Arriba Co., NM

Amoco Production Company San Juan-Unocal General Partnership
Attn: David Simpson 3300 N. Butler, Suite 200

P.O. Box 800 Farmington, NM 87401

Denver, CO 80201

Conoco, Inc. Union Oil Company of California
Attn: Tom Scarborough dba UNOCAL

10 Desta Drive West 3300 N. Butler, Suite 200

Midland, TX 79705 Farmington, NM 87401

Jones Company, A Texas Partnership
P.O. Box 787
Albany, TX 76430

Beryl B. McMahan
P.O. Box 631
Houston, TX 77001

Beryl B. McMahan as Test. Trustee of
W. C. McMahan Tr. for T.V. McMahan
P. O. Box 631

Houston, TX 77001

Beryl B. McMahan as Test. Trustee of
W. C. McMahan Tr. for G.M. Lewis
P.O. Box 631

Houston, TX 77001

Meridian QOil Inc.

Attn: Allen Alexander
P.O. Box 4289
Farmington, NM 87499

Meridian Oil Inc., Agt. For Beamon Group
Attn: Allen Alexander

P.O. Box 4289

Farmington, NM 87499

H. R. Stasney & Sons Company
Drawer 1826
Albany, TX 76430

The Wiser Oil Company
Attn: Richard L. Starkey
P.O. Box 192

Sisterville, WV 26175

EXHIBIT 5



EXHIBIT
ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS
RINCON UNIT

ABBOTT, JO RENEE
3733 AVENIDA PALO VERDE
BONITA CA 92002~

BLECHAR, MARGARET ESTELLE
138 LA CANADA WAY
SANTA CRUZ CA 95060~

D.M. WOOLLEY & B.W. WOOLLEY
CO - TR OF DAVID MARTIN
WOOLLEY TR U/W/0 LP

WOOLLEY DECD

P.O. BOX 6290

WASHINGTON DC 20015~

FIRST INTERSTATE BANK

OF DES MOINES, NA

TRUSTEE U/W GERALD F. HARRINGTON
ATTN: TRUST OFF - PETERSON

P.O. BOX 817

DES MOINES IA 50304-

EXHIBIT 6

HENDERSON, ALLISON A.
4128 W. HOOD AVE
BURBANK CA 91505~

E. HUNTER STONE II TRUST
P.O. BOX 61419
DENVER CO 80206-

BRIGGS, ANITA
471 CHEROKEE AVE
ATLANTA GA 30312-

HOFFMAN, PHYLLIS F.
400 E. RANDOLPH ST
APT. 2928

CHICAGO IL 60601~



EXHIBIT

ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS

ROBERT D. NIGH, TRUSTEE
OF THE NIGH REVOCABLE

TRUST AGREEMENT DATED 8/31/89

7080 DEAN RD
INDIANAPOLIS 1IN 46220~

MRS. MARY PETERS MCCULLEY

441 LONGLEAF RD
SHREVEPORT LA 71106~

KITCHEL, DIANE
80 MANET RD
CHESTNUT HIL MA 02167~

HARRINGTON, F. EUGENE
652 FEARRINGTON POST
PITTSBORO NC 27312~

COLUCCI, MICHAEL
1001 WAGON TRAIN DR SE
ALBUQUERQUE NM 87123~

RINCON UNIT

NATIONAL COOPERATIVE
REFINERY ASSOCIATION
P.O. BOX 1404

MCPHERSON KS 67460~

PETERS, W.L.

¥ MARY PETERS MCCULLEY
441 LONGLEAF RD
SHREVEPORT IA 71106~

VOGT, CARL W.
8708 HIDDEN HILL LN
POTOMAC MD 20854-

CHAPPELL, MARY J.
P.O. BOX 11970
ALBUQUERQUE NM 87192-

H.K. RIDDLE, TR OF
HANSEL KING RIDDLE II
TRUST

P.O. BOX 13326
ALBUQUERQUE NM 87192~



ROYALTY & OVERRI

HARRINGTON, JAMES V.
P.O. BOX 13535
ALBUQUERQUE NM 87192-

LINDSEY, COY
1220 TRUMAN ST
ALBUQUERQUE NM 87108-

SAM DAZZO, TRUSTEE FOR

SAMUEL L. DAZZO &

FRANCES JOY DAZZO UTA 5/17/83
901 VAL VERDE SE

ALBUQUERQUE NM 87108-

THREET, MARTIN
814 MORNINGSIDE PL SE
ALBUQUERQUE NM 87108~

CARLSBAD NATIONAL BANK TR O/R
U/T/A DTD APRIL 30, 1973

P.0. BOX 1359

CARLSBAD NM 88220~

EXHIBIT
DING ROYALTY INTEREST OWNERS
RINCON UNIT

HARRINGTON, THOMAS H.
P.O. BOX 36480
ALBUQUERQUE NM 87176~

PWG PARTNERSHIP
P.O. BOX 451
ALBUQUERQUE NM 87103~

SUNWEST BANK OF ALBUQUERQUE
TRUSTEE FOR CHERIE HICKMAN

P.O0. BOX 26900
ALBUQUERQUE NM 87125-

SIEGENTHALER, PEARL
P.O. DRAWER 2
ARTESIA NM 88210-

KAIME, GEORGE N.
AND/OR KAIME, WILMA J.
COUNSELOR NM 87018~



EXHIBIT

ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS

KAIME, EDWIN H.
5907 MEAD RD
FARMINGTON NM 87401~

SHEARMAN, THELMA L.
102 N. WASHINGTON
ROSWELL NM 88201~

GARTNER, DAVID
104 CALLE PENA
SANTA FE NM 87501-

ZAMORA, MATIAS A.
P.O. BOX 1117
SANTA FE NM 87504~

GODFREY, RICHARD H., JR.
P.O. BOX 18208

SHARTEL STATION

OKLAHOMA CITY OK 73154~

RINCON UNIT

HARRINGTON, GERALD E.
P.O. BOX 216
ROSWELL NM 88201~

EDDY, JOHN N.
BOX 2104
SANTA FE NM 87504~

RIPLEY, VIOLET C.
P.0. BOX 5011
SANTA FE NM 87501-

CHARLES L. JENKINS REVOC.
LIVING TRUST U/T/A
DATED 6/13/80

EVELYN SIMMONS, TRUSTEE
P.O. BOX 3610

EDMOND OK 73083-3610

HOUSTON E. HILL &

MOZELLE C. HILL, JOINT TENANTS

1330 W FIRST NAT'L CENTER
OKLAHOMA CITY OK 73102-



EXHIBIT
ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS

RINCON UNIT
BRYANT, BETSY H. AMENT, MARY LINDA LEY
2201 BROOKHOLLOW DR 1005 CHALLENGER
ABILENE TX 79605- AUSTIN TX 78734~
EASLEY, MITZI HENDERSON MARY LINDA LEY AMENT &
5605 SHOALEDGE CT NANCY ALICE LEY WILSON
AUSTIN TX 78756- TRUSTEES OF THE MARY LINDA LEY

AMENT CHILDREN'S TRUST
1005 CHALLENGER
AUSTIN TX 78734~

NANCY LEY WILSON RAWSON, ROBERT N.
MARY LINDA LEY AMENT TR 6105-B CONTI COURT
MARY LINDA LEY CUTLER AUSTIN TX 78744-

CHILDRENS TRUST
1005 CHALLENGER
AUSTIN TX 78734-

DIXON, MARTHA LOU MADSEN, WILLIAM L.
311 TAGGARD OR SARAH S. MIMS
BURNET TX 78611- REVOCABLE TRUST

P.O. BOX 111846
CARROLLTON TX 75011~

B.W. WOOLLEY JR. & DM CALLOWAY, ELIZABETH T.
WOOLLEY CO -TR OF B. WYNNE 4801 ST. JOHNS DR
WOOLLEY JR TR U/W/O L P DALLAS TX 75201~
WOOLEY DECD

P.O. BOX 25569
DALILAS TX 75225-



EXHIBIT
ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS

RINCON UNIT
CARROLL, JAMES S. CROSS TIMBERS OIL CO. L.P.
6818 TOWN BLUFF DR P.O. BOX 840287
DALLAS TX 75248~ DALLAS TX 75284-0287
EARL G. FRIDLEY TRUST FIRST REPUBLIC BANK NA
ACCT# 4815110905 F/B/0 HARRY PORTER
P.0. BOX 951416 % TRUST DEPT
DALLAS TX 75394-1416 P.0.BOX 852061

DALLAS TX 75283-2061

HAIRSTON, CHERYL WILSON HONDO OIL & GAS COMPANY
2709 WESTMINISTER P.0. BOX 910355

DALLAS TX 75205~ DALLAS TX 75391-0355
JOHN L. LANCASTER III & KERNAGHAN, W.A.

ROBERT P. LANCASTER TR 5650 CHARLESTOWN DR

U/W LORETTA DELANEY LANCASTER DALLAS TX 75230~

6000 INTERFIRST ONE
DALIAS TX 75202-

LANCASTER, JOHN L.,III LANCASTER, ROBERT PAYNE
6000 NCNB PLAZA 4209 MCFARLIN
901 MAIN ST DALLAS TX 75205-

DALLAS TX 75202~



EXHIBIT -
ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS
RINCON UNIT

NATIONSBANK OF TX NA NCNB TEXAS NATIONAL BANK
TRUSTEE OF THE INDEPENDENT EXECUTOR OF THE
EULA MAY JOHNSTON TRUST ESTATE OF MARY E. BROWN
TRUST #661 P.O. DRAWER 848703

P.O. DRAWER 848703 DALLAS TX 75284-8703

DALLAS TX 75284-8703

NCNB TEXAS NATIONAL BANK SACHS, MARY ELINOR LANCASTER
INDEPENDENT EXECUTOR OF THE 4413 WESTWAY
ESTATE OF GRAHAM H. BROWN DALLAS TX 75205~

P.O. DRAWER 848703
DALLAS TX 75284-8703

TURNER, FREDERICK EUGENE TURNER, J. GLENN, JR.
ONE ENERGY SQ, STE 852 LTV CENTER

4925 GREENVILLE AVE 2001 ROSS AVE.

DALLAS TX 75206~ DALLAS TX 75201-
TURNER, JOHN LEE EL PASO NAT'L BANK TR
8585 N. STEMMONS FOR BEN R. HOWELL ET UX
SUITE 925-N P.O. DRAWER 140
DALLAS TX 75247- EL PASO TX 79980~
FEUILLE, R.H. GRAMBLING, EMILY D.
11TH FLOOR 916 CHERRY HILL IN

EL PASO NAT'L BANK BLDG EL PASO TX 79912~

EL PASO TX 79901~



EXHIBIT

ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS

GRAMBLING, JOHN A.
P.O. DRAWER 1977
EL PASO TX 79950~

JANE HARDIE, TRUSTEE

OF THE WILLIAM B. HARDIE SR
ROYALTY TRUST

1065 LOS JARDINES

EL PASO TX 79912~

ROGERS-GIBBARD TRUST
% SUSAN ROGERS EVELAND
8608 HIDDEN MEADOW DR
FT. WORTH TX 76179~

WERLLA, MARTHA PETERS
3724 CRESTLINE RD
FT. WORTH TX 76107~

AMOCO A/C CONOCO
P.0. BOX 299419
HOUSTON TX 77299-0419

RINCON UNIT

HARVEY, PATRICIA G.
P.O. DRAWER 140
EL PASO TX 79980~

WILLIAM B. HARDIE &
ELIZABETH H. LUND, CO-
TRUSTEES OF THE MAYBELLE
HARDIE ROYALTY TRUST
1065 LOS JARDINES

EL PASO TX 79912-

TEAM BANK N/A

IND. ADMINISTRATOR OF THE ESTATE O]

JAMES IRL HARVEY ACCT# 5754
DRAWER NO 99033
FT. WORTH TX 76199-

RITTER, SUSAN H.
1415 25TH ST
GALVESTON TX 77550~

ANDREW, JERRY J.
408 LOGWOODS DR
HOUSTON TX 77024-



EXHIBIT

ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS

BANK OF HOUSTON

A/C JAS A. WILLIAMS

ACCT #00-3862-8
P.0. BOX 8306
HOUSTON TX 77004~

BRACKEN, HAZEL A.
BAYOU BEND TOWERS
UNIT 403

101 WESTCOTT
HOUSTON TX 77007-

DAVIS, JEREMY S.
7539 BROMPTON BLVD
HOUSTON TX 77025~

DUMAS, E.K.

EXEC - EST OF E.F.
5555 DEL MONTE DR
HOUSTON TX 77056~

EMMA ALICE LEY, NANCY LEY WILSON &

KALB

MARY LINDA LEY AMENT

TRUSTEES -~ NANCY LEY WILSON

CHILDREN'S TRUST
5687 DOLIVER
HOUSTON TX 77056~

RINCON UNIT

BEAMON, ROBERT
THREE RIVERWAY, STE 470
HOUSTON TX 77056-

BRYAN, LUCIA ANN RAWSON
3718 CHEVY CHASE
HOUSTON TX 77019~

DINGES, BARBARA REESE
6510 SHADOW CREST
HOUSTON TX 77074~

DUMBLE, ROBERT N.
10014 LOCKE LN
HOUSTON TX 77042-

FRIDLEY, VERA BEEBE
2135 DEL MONTE
HOUSTON TX 77019~



EXHIBIT
ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS

RINCON UNIT
HESS, WILBUR E. INGRAM, MARY DOLL
625 S. RIPPLECREEK 7600 BURGOYNE #153
HOUSTON TX 77057~ HOUSTON TX 77063~
JOHNSTON, DOUGLAS E. JOHNSTON, JAMES J.
7517 RIVERVIEW WAY ELEVEN GREENWAY PLAZA
HOUSTON TX 77063- STE 2608

HOUSTON TX 77046-1105

JONES, J.T. LUNDELL, PATTIE ANN BEAMON
214 SAGE RD 1616 S. VOSS
HOUSTON TX 77056- STE 870

HOUSTON TX 77057-

NANCY ALICE LEY WILSON & RAWSON, WILLIAM D.
MARY LINDA LEY AMENT 2419 BRAZORIA
TRUSTEES OF THE NANCY LEY HOUSTON TX 77019~
WILSON CHILDREN'S TRUST

5687 DOLIVER

HOUSTON TX 77056—~

REESE, ELIZABETH GODWIN SCHWARTZ, MILTON
7800 NAIRN 3310 TRAVIS
HOUSTON TX 77074~ STE 200

HOUSTON TX 77006~

10



EXHIBIT
ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS
RINCON UNIT

TEXAS COMMERCE BANK NA UNIVERSITY OF ST. THOMAS
C D GAUSS W.S. DAVIS III % WILLIAM YOUNG CSD
TRUST MINERALS SEC. 32400 3812 MONTROSE BLVD

P.0. BOX 200555 HOUSTON TX 77006~

HOUSTON TX 77216~

WADEMAN, MARY E. WATFORD, GLADYS
3810 DEL MONTE DR TRUSTEE OF THE GLADYS WATFORD TRUST
HOUSTON TX 77019~ DATED MAY 25, 1988

ELEVEN GREENWAY PLAZA

STE 2608

HOUSTON TX 77046-1105

WILSON, NANCY A. LEY MAVOR, HYACINTH RUSSELL

5687 DOLIVER DR P.O. DRAWER 689

HOUSTON TX 77056-2321 INGRAM TX 78025~

HARRY D. PORTER, ADM MINERAL MANAGEMENT SERVICE 73760
EST PEARSON O. PORTER DECD ROYALTY MANAGEMENT PROGRAM
P.0.BOX 460 P.O. BOX 3100

LEAGUE CITY TX 77573- MIDLAND TX 79702-

REVENUE ACCOUNTING SAN JUAN ROYALTY PARTNERS

UNION OIL CO. OF CALIF. P.O. BOX 3759

A/C OF COMMISSIONER OF MIDLAND TX 79702~

PUBLIC LANDS
P.O. BOX 3100
MIDLAND TX 79702~

11



EXHIBIT

ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS

JONES, MADGE
P.0. BOX 372
MOUNT VERNON TX 75457-

K. PREWITT & M. CHESSER TR
VA JOHNSTON FAMILY TRUST
P.0.BOX 925

RALLS TX 79357-

WARD, REBECCA ANN REESE
2210 CUSTER PKWY
RICHARDSON TX 75080~

NORDAN, PEARL NEUGENT
112 E. PECAN ST $500
SAN ANTONIO TX 78205-1516

MEADE, BETTY
101 MIMASA
SILSBEE TX 77656-

RINCON UNIT

BUCHENAU, HARRIET M.
P.O. BOX 867585
PLANO TX 75086-~7585

HENDERSON, DORIS C.
P.0. BOX 835780
RICHARDSON TX 75083~

REESE, DAVID ELBERT
2203 N. BELMONT
RICHMOND TX 77469~

THE NORDAN TRUST
112 E. PECAN ST #500
SAN ANTONIO TX 78205-1516

MRS. MARY ELIZABETH WALKER
LIFE ESTATE ‘

1617 S. COLUMBIA DR

WEST COLUMBIA TX 77486~

12



EXHIBIT
ROYALTY & OVERRIDING ROYALTY INTEREST OWNERS
RINCON UNIT

HEDRICK, HELEN LORAINE

HUTCHINGS, ELIZABETH
% NYLAND F. SMITH, CPA 11309 CLOVER CREST DR SW
3508 MC-NEIL AVE, SUITE A TACOMA WA 98499~
WICHITA FALLS TX 76308~
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:
CASE NO. 10663
APPLICATION OF UNION OIL COMPANY
OF CALIFORNIA d/b/a UNOCAL FOR
AN ADMINISTRATIVE DOWNHOLE COMMINGLING

PROCEDURE WITHIN THE RINCON UNIT AREA,
RIO ARRIBA COUNTY, NEW MEXICO.

AFFIDAVIT OF MAILING

William F. Carr, being duly sworn, states that on January 14, 1993 he mailed a copy
of the Application of Union Oil Company of California d/b/a Unocal for an administrative
downhole commingling procedure with the Rincon Unit Area, Rio Arriba County, New
Mexico with letter(s) setting forth the hearing date, by depositing same in the Untied States

mail, first class postage prepaid, to the individuals attached on Exhibit "A":

LOPE ¥

William F. Carr

Further Affiant sayeth naught.

SUBSCRIBED AND SWORN to before me this g‘?—& day of February, 1993.

7 \Q\Z/&)-ULLS—

Notary Public

My Commission Expires:

"qw EXHIBIT 7




- Amoco Production Company
Attn: David Simpson

Post Office Box 800

Denver, CO 80201

Conoco, Inc.

Attn: Tom Scarborough
10 Desta Drive West
Midland, TX 79705

Jones Company, A Texas Partnership
Post Office Box 787
Albany, TX 76430

Beryl B. McMahan
Post Office Box 631
Houston, TX 77001

Beryl B. McMahan as Test Trustee of
W.C. McMahan Tr. for G.M. Lewis
Post Office Box 631

Houston, TX 77001

Meridian Oil Inc.

Atin: Allen Alexander
Post Office Box 4289
Farmington, NM 87499

Meridian Oil Inc.,

Agt. for Beamon Group
Attn: Allen Alexander
Post Office Box 4289
Farmington, NM 87499

H.R. Stasney & Sons Company
Drawer 1826
Albany, TX 76430

The Wiser Oil Company
Attn: Richard L. Starkey
Post Office Box 192
Sisterville, WV 26175

San Juan-Unocal General Partnership
3300 N. Butler, Suite 200
Farmington, NM 87401

EXHIBIT "A"

Union Oil Company of California
d/b/a UNOCAL

3300 N. Butler, Suite 200
Farmington, NM 87401

AMAX Oil & Gas Inc.

1300 W. Sam Houston Pkwy. S.
Post Office Box 42806
Houston, TX 77042

Dugan Production Co.
Post Office Box 420
Farmington, NM 87499

Amoco Production Co.
200 Amoco Ct.
Farmington, NM 87401

Meridian Oil Inc.
Post Office Box 4289
Farmington, NM 87401

BRANA Corp.
320 Gold Ave., SW, Suite 1223
Albuquerque, NM 87102

National Cooperative Refinery Assn.
1775 Sherman St., Suite 3000
Denver, CO 80203

Caulkins Oil Co.
Post Office Box 340
Bloomfield, NM 87413

Parker & Parsley Petroleum Co.
600 W. Illinois, Suite 103
Midland, TX 79701

DEKALB Energy Co.
1625 Broadway
Denver, CO 80202

Snyder Oil Corp.
Post Office Box 2038
Farmington, NM 87499



Beryl B. McMahan as Test Trustee of
W.C. McMahan Tr. for T.V. McMahan
Post Office Box 631

Houston, TX 77001

Jo Renee Abbott
3733 Avenida Palo Verde
Bonita, CA 92002

Allison A. Henderson
4128 W. Hood Avenue
Burbank, CA 91505

Margaret Estelle Blechar
138 La Canada Way
Santa Cruz, CA 95060

E. Hunter Stone II Trust
Post Office Box 61419
Denver, CO 80206

D.M. Woolley & B.W. Waolley

Co - Tr of David M. Woolley Tr.

U/W/O LP Woolley Decd.

Post Office Box 6290
Washington, DC 20015

Anita Briggs
471 Cherokee Ave.
Atlanta, GA 30312

First Interstate Bank/Des Monies, NA
Trustee U/W Gerald F. Harrington
Attn: Trust Off. - Peterson

Post Office Box 817

Des Moines, IA 50304

Phyllis F. Hoffman
400 E. Randolph Street, #2928
Chicago, IL 60601

Robert D. Nigh, Trustee of the
Nigh Rev. Trust Agr. dated 8/31/89
7080 Dean Rd.

Indianapolis, IN 46220

Nat’] Cooperative Refinery Assoc.
Post Office Box 1404
McPherson, KS 67460

Mrs. Mary Peters McCulley
441 Longleaf Rd.
Shreveport, LA 71106

W. L. Peters

c/o Mary Peters McCulley
441 Longleaf Rd.
Shreveport, LA 71106

Diane Kitchel
80 Manet Rd.
Chestnut Hil, MA 02167

Carl W. Vogt
8708 Hidden Hill Ln.
Potomac, MD 20854

F. Eugene Harrington
652 Fearrington Post
Pittsboro, NC 27312

Mary J. Chappell
Post Office Box 11970
Albuquerque, NM 87192

Michael Colucci
1001 Wagon Train Dr., SE
Albuquerque, NM 87123

James V. Harrington
Post Office Box 13535
Albuquerque, NM 87192

Thomas H. Harrington
Post Office Box 36480
Albuquerque, NM 87176

Coy Lindsey
1220 Truman St.
Albuquerque, NM 87108

PWG Partnership
Post Office Box 451
Albuquerque, NM 87103

Sam Dazzo, Trustee for Samuel L.
Dazzo & Frances Joy Dazzo
UTA 5/17/83

901 Val Verde, SE

Albuquerque, NM 87108

Sunwest Bank of Albuquerque
Trustee for Cherie Hickman
Post Office Box 26900
Albuquerque, NM 87125



Martin Threet
814 Morningside Pl., SE
Albuquerque, NM 87108

Pearl Siegenthaler
Post Office Drawer Z
Artesia, NM 88210

Carlsbad National Bank TR O/R
U/T/A DTD 4/30/73

Post Office Box 1359

Carlsbad, NM 88220

George N. Kaime and/or
Wilma J. Kaime
Counselor, NM 87018

Edwin H. Kaime
5907 Mead Rd.
Farmington, NM 87401

Gerald E. Harrington
Post Office Box 216
Roswell, NM 88201

Thelma L. Sherman
102 N. Washington
Roswell, NM 88201

John N. Eddy
Box 2104
Santa Fe, NM 87504

David Gartner
104 Calle Pena
Santa Fe, NM 87501

Violet C. Ripley
Post Office Box 5011
Santa Fe, NM 87504

Matias A. Zamora
Post Office Box 1117
Santa Fe, NM 87504

Richard H. Godfrey, Jr.
Post Office Box 18208
Shartel Station

Oklahoma City, OK 73154

Charles L. Jenkins Rev. Liv. Tr.
U/T/A Dtd. 6/13/80

Evelyn Simmons, Trustee

Post Office Box 3610

Edmond, OK 73083-3610

Houston E. Hill and

Mozelle C. Hill, Joint Tenants
1330 W. First Nat’l Center
Oklahoma City, OK 73102

Betsy H. Bryant
2201 Brookhollow Dr.
Abilene, TX 79605

Mary Linda Ley Ament
1005 Challenger
Austin, TX 78734

Mitzi Henderson Easley
5605 Shoaledge Ct.
Austin, TX 78756

Nancy Ley Wilson, Mary Linda Ley Ament
Tr., Mary Linda Ley Cutler

Childrens Trust

1005 Challenger

Austin, TX 78734

Mary Linda Ley Ament & Nancy Alice
Ley Wilson, Tr., Mary Linda Ley Ament
Childrens Trust

1005 Challenger

Austin, TX 78734

Robert W. Rawson
6105-B Conti Court
Austin, TX 78744

Martha Lou Dixon
311 Taggard
Burnet, TX 78611

Elizabeth T. Calloway
4801 St. Johns Dr.
Dallas, TX 75201



B.W. Woolley Jr. & DM Woolley
Co - Tr of B. Wynne Woolley Jr.
Tr. U/W/O L P Woolley Decd.
Post Office Box 25569

"~ Dallas, TX 75225

James S. Carroll
6818 Town Bluff Dr.
Dallas, TX 75248

Earl G. Fridley Trust
Acct#: 4815110905
Post Office Box 951416
Dallas, TX 75394-1416

First Republic Bank NA
F/B/O Harry Porter

c/o Trust Department
Post Office Box 852061
Dallas, TX 75283-2061

Cheryl Wilson Hairston
2709 Westminister
Dallas, TX 75205

Hondo Oil & Gas Company

- Post Office Box 910355

Dallas, TX 75391-0355

John L. Lancaster III &

Robert P. Lancaster Tr

U/W Loretta Delaney Lancaster
6000 Interfirst One

Dallas, TX 75202

John L. Lancaster, III
6000 NCNB Plaza
901 Main St.

Dallas, TX 75202

Robert Payne Lancaster
4209 McFarlin
Dallas, TX 75205

Nationsbank of TX NA Tr.
Eula May Johnston Trust
Trust #661

Post Office Drawer 848703

— Dallas, TX 75284-8703

NCNB Texas National Bank
Ind. Exec. Estate of

Mary E. Brown

Post Office Drawer 848703
Dallas, TX 75284-8703

NCNB Texas National Bank
Ind. Exec. Estate of
Graham H. Brown

Post Office Drawer 848703
Dallas, TX 75284-8703

Mary Elinor Lancaster Sachs
4413 Westway
Dallas, TX 75205

Frederick Eugene Turner
One Energy Sq., Suite 852
4925 Greenville Ave.
Dallas, TX 75206

J. Glenn Turner, Jr.
LTV Center

2001 Ross Ave.
Dallas, TX 75201

John Lee Turner
8585 N. Stemmons
Suite 925-N
Dallas, TX 75247

Rogers-Gibbard Trust
c/o Susan Rogers Eveland
8608 Hidden Meadow Dr.
Ft. Worth, TX 76179

Martha Peters Werlla
3724 Crestline Rd.
Ft. Worth, TX 76107

Team Bank N/A

Ind. Adm. Estate of

James Irl Harvey Acct#: 5754
Drawer No. 99033

Ft. Worth, TX 76199

Susan H. Ritter
1415 25th Street
Galveston, TX 77550



Amoco A/C Conoco
Post Office Box 299419
Houston, TX 77299-0419

~ Jerry J. Andrew
408 Logwood Dr.
Houston, TX 77024

Bank of Houston
A/C Jas A. Williams
Acct#: 00-3862-8
Post Office Box 8306
Houston, TX 77004

Robert Beamon
Three Riverway, Suite 470
Houston, TX 77056

Hazel A. Bracken

Bayou Bend Towers, Unit 403
101 Westcott

Houston, TX 77007

Lucia Ann Rawson Bryan
3718 Chevy Chase
Houston, TX 77019

Jeremy S. Davis
7539 Brompton Blvd.
Houston, TX 77025

Barbara Reese Dinges
6510 Shadow Crest
Houston, TX 77074

E.K. Dumas

Exec. Est. of E.F. Kalb
5555 Del Monte Dr.
Houston, TX 77056

Emma Alice Ley, Nancy Ley Wilson
& Mary Linda Ley Ament Tr.
Nancy Ley Wilson Childrens Tr.
5687 Doliver

Houston, TX 77056

Vera Beebe Fridley
2135 Del Monte
" Houston, TX 77019

Wilbur E. Hess
625 S. Ripplecreek
Houston, TX 77057

Mary Doll Ingram
7600 Burboyne #153
Houston, TX 77063

Douglas E. Johnston
7517 Riverview Way
Houston, TX 77063

James J. Johnston
Eleven Greenway Plaza
Suite 2608

Houston, TX 77046-1105

J.T. Jones
214 Sage Road
Houston, TX 77056

Pattie Ann Beamon Lundell
1616 S. Voss, Suite 870
Houston, TX 77057

William D. Rawson
2419 Brazoria
Houston, TX 77019

Nancy Alice Ley Wilson &

Mary Linda Ley Ament Trustees
Nancy Ley Wilson Childrens Trust
5687 Doliver

Houston, TX 77056

Elizabeth Godwin Reese
7800 Nairn
Houston, TX 77074

Milton Schwartz
3310 Travis, Suite 200
Houston, TX 77006

University of St. Thomas
c/o William Young CSD
3812 Montrose Blvd.
Houston, TX 77006

Texas Commerce Bank NA
C D Gauss W.S. Davis III
Trust Minerals Sec. 32400
Post Office Box 200555
Houston, TX 77216



Mary E. Wademan
3810 Del Monte Drive
Houston, TX 77019

 Gladys Watford, Trustee of

Gladys Watford Trust dtd. 5/25/88
Eleven Greenway Plaza, Suite 2608
Houston, TX 77046-1105

Nancy A. Ley Wilson
5687 Doliver Drive
Houston, TX 77056-2312

Hyacinth Russell Mavor
Post Office Drawer 689
Ingram, TX 78025

Harry D. Porter, ADM

Est. Pearson O. Porter, Decd.
Post Office Box 460

League City, TX 77573

Minerals Management Service 73760

Royalty Management Program
Post Office Box 3100
Midland, TX 79702

Revenue Accounting

Union Oil Co. of California

A/C Commissioner of Puglic Lands
Post Office Box 3100

Midland, TX 79702

San Juan Royalty Partners
Post Office Box 3759
Midland, TX 79702

Madge Jones
Post Office Box 372
Mount Vernon, TX 75457

Harriet M. Buchenau
Post Office Box 867585
Plano, TX 75086-7585

K. Prewitt & M. Chesser Tr.
VA Johnston Family Trust
Post Office Box 925

Ralls, TX 79357

Doris C. Henderson
Post Office Box 835780
Richardson, TX 75083

Rebecca Ann Reese Ward
2210 Custer Pkwy.
Richardson, TX 75080

David Elbert Reese
2203 N. Belmont
Richmond, TX 77469

Pear] Neugent Nordan
112 E. Pecan St. #500
San Antonio, tX 78205-1516

The Nordan Trust
112 E. Pecan St. #500
San Antonio, TX 78205-1516

Betty Meade
101 Mimasa
Silsbee, TX 77656

Mrs. Mary Elizabeth Walker
Life Estate

1617 S. Columbia Dr.

West Columbia, TX 77486

Helen Loraine Hedrick

c/o Nyland F. Smith, CPA
3508 Mc-Neil Ave., Suite A
Wichita Falls, TX 76308

Elizabeth Hutchings
11309 Clover Crest Dr., SW
Tacoma, WA 98499

H.K. Riddle, TR of Hansel
King Riddle IT Trust

Post Office Box 13326
Albuquerque, NM 87192

William L. Madsen or
Sarah S. Mims Rev. Trust
Post Office Box 111846
Carrollton, TX 75011

Cross Timbers Oil Co. L.P.
Post Office Box 840287
Dallas, TX 75284-0287

W.A. Kernaghan
5650 Charlestown Dr.
Dallas, TX 75230



" El Paso Nat’l Bank TR

for Ben R. Howell et ux
Post Office Drawer 140
El Paso, TX 79980

R.H. Feuille

11th Floor

El Paso Nat’l Bank Bldg.
El Paso, TX 79901

Emily D. Grambling
916 Cherry Hill Ln.
El Paso, TX 79912

Robert N. Drumble
10014 Locke Ln.
Houston, TX 77042

John A. Grambling
Post Office Drawer 1977
El Paso, TX 79950

Patricia G. Harvey
Post Office Drawer 140
El Paso, TX 79980

Jane Hardie, Trustee of the
William B. Hardie Sr. Roy. Tr.
1065 Los Jardines

El Paso, TX 79912

William B. Hardie &

Elizabeth H. Lund, Co-Trustees
Maybelle Hardie Royalty Tr.
1065 Los Jardines

El Paso, TX 79912



CAMPBELL, CARR, BERGE
& SHERIDAN, p.A.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE
LIAM F. CARR
wit < SUITE | - 11O NORTH GUADALUPE
BRADFORD C. BERGE
MARK F SHERIOAN POST OFFICE BOX 2208
WILLIAM P. SLATTERY SANTA FE, NEW MEXICO 87504-2208

PATRICIA A. MATTHEWS TELEPHONE: {(SOS] 988-442)

MICHAEL H. FELDEWERT TELECOPIER: (505) 983-6043

JACK M. CAMPBELL
OF COUNSEL

January 14, 1993

TO ALL WORKING INTEREST OWNERS AND ALL ROYALTY INTEREST
OWNERS IN THE RINCON UNIT AREA AND TO ALL OPERATORS OF WELLS
OFFSETTING THE RINCON UNIT, RIO ARRIBA COUNTY, NEW MEXICO

Re:  Application of Union Oil Company of California d/b/a Unocal for an administrative
downhole commingling procedure for the Rincon Unit, Rio Arriba County, New
Mexico

Gentlemen:

This letter is to advise you that Union Oil Company of California d/b/a Unocal has filed the
enclosed application with the New Mexico Oil Conservation Division seeking authority for
the downhole commingling of gas production from the Blanco-Mesaverde Gas Pool or the
Largo-Gallup Gas Pool or Undesignated Gallup production with production from the Basin-
Dakota Gas Pool in its Rincon Unit located in portions of Townships 26 and 27 North,
Ranges 6 and 7 West, NNM.P.M., Rio Arriba County, New Mexico.

This application has been set for hearing before an Examiner of the Oil Conservation
Division on February 4, 1993. As the owner of an interest which may be affected by this
application, you may appear at the hearing and present testimony. Failure to appear at that
time or otherwise become a party of record will preclude you from challenging this
application at a later date.

Parties appearing in cases before the Division have been requested to file a Pre-Hearing
Statement substantially in the form prescribed by the Division (Oil Conservation Division
Memorandum 2-90). Pre-Hearing Statements should be filed by 4:00 o’clock p.m., on the
Friday before a scheduled hearing.

VZry truly your?P

WILLIAM F. CARR

WEFC:mih

ATTORNEY FOR UNION OIL COMPANY OF CALIFORNIA d/b/a UNOCAL
Enc.



RINCON UNIT OFFSET OPERATORS
Rio Arriba County, New Mexico

AMAX OIL & GAS INC.

1300 W. Sam Houston Pkwy. S.

P.O. Box 42806

Houston, TX 77042
Tel: (713) 978-7700
Fax: (713) 9786051

AMOCO PRODUCTION CO.

200 Amoco Ct.
Farmington, NM 87401
Tel: (505) 3258841

BRANA CORP.
320 Gold Ave. SW, Ste 1223
Albuquerque, NM 87102
Tel: (505) 247 -8393

CAULKINS OIL CO.
P.O. Box 340
Bloomfield, NM 87413

Tel: (505) 5684444
Fax: (505) 632—-1471

DEKALB ENERGY CO.
1625 Broadway
Denver, CO 80202

Tel: (303) 592—-4600
Fax: (303) 592—-5902

DUGAN PRODUCTION CO.
709 E. Murray Dr.
P.O. Box 420
Farmington, NM 87499
Tel: (505) 325—-1821
Fax: (505) 327 -4613

MERIDIAN OIL INC.
3535 E. 30th St.
P.O. Box 4289
Farmington, NM 87401
Tel: (505) 326—-9700

NATIONAL COOPERATIVE REFINERY ASSN
1775 Sherman St., Ste. 3000
Denver, CO. 80203
Tel: (303) 861—-4883
Fax: (303) 860—-0018

PARKER & PARSLEY PETROLEUM CO.
600 W. lllinois, Ste. 103
Midland, TX 79701
Tel: (915) 6834768

SNYDER OIL CORP.
P.O. Box 2038
Farmington, NM 87499

Tel: (505) 632—-8056

EXHIBIT 8
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Well Cost ($)

Ave, Gas Price ($/MCF)
Initial Total Rate (MCFD)‘
Recoverable Reserves (BCF)
ROR (%)

Payout (Yrs)

ECONOMICS SUMMARY

Single Well

$550,000

1.40

200

0.704

1.2

15.6

EXHIBIT 19

Dual Well Commingled Well
$950,000 $750,000
1.40 1.40
650 650
2.527 2.550
13.9 20.7
54 4.2



SAMPLE ALLOCATION FORMULA
(BASED ON C-116)

GAS PRODUCTION: Mesaverde Rate 137 MCFD
Dakota Rate 524 MCFD
Total Rate 661 MCFD
Therefore, Mesaverde 21%
Dakota 79%
OIL PRODUCTION: Mesaverde Rate 0 BOPD
Dakota Rate 4 BOPD
Total Rate 4 BOPD
Therefore, Mesaverde 0%
Dakota 100%

EXHIBIT 20
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